~NUNY 


3176 5 


, Trade and Investment Monitor. 
Special Feature: 


Canada's Trade and Investment Linkages with Europe 


= .. 


Team Canada inc ¥ Equipe Canada inc 


2001 


Prepared by: 
Micro-Economic Policy Analysis Branch 
ndustry Canada 


epeues alij}snpul : epeues ‘nsnpu Hl a 


xipueddy wm 


adoing yyim sobeyulq juswysaAu| pue apes] S,epeueyd :ainjyeay jelseds  - 
Zed m 


JUBWS2AU| JD9IIG UBlaIO4 :g UOI}DaS - 


SODIAIQS Ul Apes] :quonses - 


M@IAIBAQ UY :BDURWOLddg apel] S,\epeueyD :yuUOol}IaS - 
[Wed m 


sobessayy ule a 


S]US}JUOD JO alge 


Part 1: Main Messages 


Canada's exports continued to register strong performance in 2000 driven by strong economic 
growth in the U.S., a weak Canadian dollar and the North American trade agreements. The data to 
date, point to a significant slowdown in trade flows in 2001 as the U.S. economy decelerates. 


The U.S. accounts for an increasingly large share of Canadian merchandise exports. The 
importance of non-resource based products in Canadian merchandise continue to increase. 


Although services account for over two-thirds of our GDP, they only account for approximately 
13% of trade and this share is declining. Commercial service exports however, have showed solid 
growth as Canada's share of world commercial services trade increases. 


Both inward and outward FDI boomed in 2000, driven by a boom in cross-border mergers & 
acquisitions (M&As). Canada's share of North American FDI continued to fall in 2000, dropping to 
13.2%. This declining share is partly due to our declining share of U.S. direct investment abroad 
(DIA) and partly to the fact that the U.S. is attracting a greater share of North American-bound 
investment. 
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In 2000, Canadian real imports outpaced exports 


Annual Growth of Real Exports and 
Real Imports of Goods and Services 


16 
= Growth of real imports of goods and 


services picked up significantly in 2000, 
reaching 12 percent, from 9.4 percent a aol Tyesteraes 
year earlier. 


ma Real Exports 


On the other hand, growth of real exports 
dropped slightly to 9.6 percent, from 10 
percent in 1999. 


Percent 


>» Net real exports contributed negatively 
to economic growth in 2000, a reverse 
of the situation in 1998 and 1999. 


1996 1997 1998. 


Real Exports & Imports of Good 
_ & Services, $ Billion 
1996 1998 1999 
Exports 275 — 322. 354 
Imports 251 305 334 


Source: Compilations based on Statistics Canada data 


AE Industry Canada __ Industrie Canada 


epeue) ausnpul epeuey Aujsnpu| : 


ejep Epeued Soijsi}e}S UO paseg suolelidwog :aouno0s 


L00z | 0002 | 
60) cD LOmLO mm COmmCO mT O . 


y "IS aAeHou as0wW aq Aew seoh 
Pre UY} JO }S91 9} JEU} BASIJ9q 0} UOSe=A|L 

Alb LOOZ JO }S94 BU} 10} S}SeDdI04J 
dI}SIWISSEd sJOW puke S}UdAS JUBIOY 


‘S'f) 8y} Ul UMOPMO]sS DIWOUNDa 
94} JO }]NSe1 e Udeq AjeHbie; sey siy, wa 


‘AjaAoedsaJ JUdDIAd Jp puke JUd.IEd p'p 
sodul| i) Aq Buiuljoap ‘Lo0z JO Sudysenb 9914} SAY 


sjJiodxX3 mm H 984} JOAO YURIUS SWOduw! pue sjiodxa jeoy ma 


JUDIIO,d 


S8DIAIBS PUB SPOOH Jo syiodu jeay 
pue sjiodxy jeay jo yJMOID ApaenH 


pauloap sztiodwi! pue sziodxa Jeet ‘LogzZ Ul 


The current account surplus hit record highs in 2000... 


Current Account Balance by Category 


m Driven by a booming merchandise 60 
trade surplus that reached nearly 
$60 billion in 2000, the current 
account balance jumped to a record 
surplus of $26.9 billion, an increase 
of $25 billion from the small surplus 
registered in 1999. 


Merchandise 


> Income from investments and 
transfers also increased 
substantially in 2000, with the 
deficit in that account 
narrowing from $30.2 billion in 
1999 to $25.7 billion in 2000. 


Current account 
balance 


= 
2 
a 
7s 


The services trade deficit 
remained relatively 


unchanged at $6.7 billion. Services 


@® The current account surplus has | 
seen a slight reduction of $2.4 Investment income & transfers 
billion through the first three 4990 4995 2000 
quarters of 2001. 


Source: Compilations based on Statistics Canada data 
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Trade made an important contribution to Canada's economic 


performance in the 1990s 


m Between 1990 and 2000 increases in 
net exports directly accounted for 9.2 
percent of the increase in real GDP and 
8.0 percent of all net new jobs (close to 
140,000 jobs) created in Canada. 


>» Much of this contribution came in 
the first half of the 1990's. On 
the other hand, in the second half 
of the 1990's, real exports on 
average, grew at the same pace 
as real imports making no 
significant contribution to 
economic growth. 


Increases in trade also contribute 
indirectly to real income and job 
creation via increased competition, 
specialization, lower prices and 
productivity improvements. 
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Contribution to — 
Job Creation 
1990-2000 


Contribution to 
Economic Growth 
1990-2000 


| All Others: 
90.8% | 92% 


Average Annual Growth of Net Jobs Created, 
Real GDP, 1990-2000: 1990-2000: 
2.7% 1,744,533 


Source: Compilations based on Statistics Canada data 
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..and does so across all provinces... 


Ratio of Real Exports to GDP 


m The rapid surge in export orientation and 55 
import penetration in the 1990s was 
pervasive across all Canadian provinces. 45 

» Ontario remains, by a considerable 
margin, the most outward-oriented 
province — both imports and exports. 


Percent 


The Atlantic provinces experienced the 
most rapid growth in trade orientation 
in the 1990s, driven by strong growth 
in exports. 


B.C. had the weakest trade 

performance in the 1990s and by 1999 

had the lowest trade orientation of any 45 
Canadian region. 


55 


35 
This is a result of the still lingering 
effects of the Asian crisis on B.C.'s 
imports and low commodity prices 
in general. 


Source: Compilations based on Statistics Canada data 
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Canada’s share of global exports increased significantly in recent 
years... | 


Canada's Share of G7, and 
World Merchandise Exports 


Canada's share of G7 exports has increased by 


1.7 percentage points since 1990, reaching 9.2 
percent in 2000. 


Canada's share of world exports increased 
from 3.9 percent in 1995 to 4.3 percent in 2000. Canada/G7 exports 


Sd 
Cc 
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Canada/world exports 


3 
1990 1995 


Source: Compilations based on data from the World Trade Organization. 
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North-South trade linkages continue to expand faster than East-West 


linkages... 


m International trade is now more than 
twice as large as internal trade and 
continues to expand at a more rapid 
pace than internal trade. 


>» The ratio of international trade 
to interprovincial trade steadily 
increased from 120 percent in 
1990 to 212 percent in 1999. 


Percent 


Stronger trade linkages with the U.S. 
for every province have been driving 
this trend. 
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International Trade as a Percentage 
of Interprovincial Trade 


Interprovincial & International Trade, 
$ Billion 
1989 1995 = 1909 | 
Interprovincial 298 299 353 — 
International 344. «541s 751 


Source: Compilations based on Statistics Canada data 
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... driven by strong U.S. demand... 


Growth Rate of U.S. Merchandise 
Imports and Canadian Merchandise 


m There has been a very strong correlation Exports to U.S 


between the growth rate of total U.S. 
merchandise imports and Canadian 
merchandise exports to the U.S. over the 


nineties. iwi 


>» In 2000, growth in Canada's 
exports to the U.S. fell somewhat 
short of total U.S. import growth 
resulting in a slight decline in our 
share of U.S. imports. 


Percent 


The slowdown in the U.S. economy 
is forecast to continue, at least 
until the middle of next year. This 
does not bode well for the 
performance of Canadian exports, 
as well as the Canadian economy. 
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neenite ae merchandise export boom, Canada's share of U.S. Hn oteuees 
remained relatively stable in the 1990s... 


Distribution of U.S. Imports 


# Canada's share of U.S. imports, like the 
E.U., has been relatively stable over the 
1990s. 
Canada 
Over the same period, the shares of 
Mexico and China have increased 
dramatically. 


» Mexico's share of U.S. imports 
increased from 6 percent in 1990 to 
more than 11 percent in 2000. 


China's share increased by a similar 
amount, rising from 3 percent to 8 
percent. 


m Japan's share dropped from 18 percent in 
1990 to 12 percent in 2000. 0 
1990 


Source: Compilations based on U.S. ITC data 
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Intra-firm trade accounts for a large but declining share of total 
Canada-U.S. trade 


Canada - U.S. 
Intra-firm Exports 
= The share of intra-firm trade in total 
Canada-U.S. trade has declined 
substantially. 


> Intra-firm share of exports declined from 
47 percent in 1983 to 40 percent in 1998 
while for imports it dropped from 51 
percent to 36 percent. es 

1998 

The two free trade agreements, FTA and 

NAFTA, might have facilitated trade 

expansion among firms within a given 

industry. : Canada - U.S. 


Intra-firm Imports 


1983 


Source: U.S. BEA 
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Non-resource based exports have increased steadily... 


Distribution of Canada's 
Merchandise Exports by Industry 


= The share of Non-resource-based (Percent) 
Manufacturing products (including autos) 
has increased by 7 percentage points in the 
1990s, now standing at 55 percent of total Non-resource- 
merchandise exports. based 
Manufactured 
> This was led, in large part, by a boom : : Products 
in the exports of electrical and 
electronics products. 
5 Automotives 
>» The share of Automotives remained - 
at 24 percent through the period. 


On the other hand, shares of Primary — _ | Resource- 
Products declined by half to 5 percent. The 42 . : based 

share of Resource-based Manufactured 1 |. 4 Manufactured 
Products declined by 2 percentage points / - . | Products 


from 42 percent to 40 percent. 
Pe 7 ee Seer —— Primary 
1995 Products 


Canada's Total Merchandise Exports, 
$ Billion 


4990.-=—=—“‘wSOS:*=©=©=) 62000 
141. 248 382 — 


Source: Compilations based on Statistics Canada data 
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Canada's competitive advantage in resources and resource-based 
products deepened in the 1990's 


Trade Balance by Industry 
($ Billions) 


m Resource-based manufacturers, 
Automotives, and Primary goods 

registered growing surpluses in 

the 1990's. 


Primary 


a Automotives 
= Our deficit in Non-resource-based 


manufactured products increased 
from $30 billion in 1990 to $70 

billion in 2000, partly offsetting the Resource-based 
large surpluses in other products. 


The trends in trade balances may 
reflect the deepening of our 
comparative advantage position. 


Non-resource-based 


Total Merchandise Trade 


-75 -50 -25 0 25 50 75 


Source: Compilations based on Statistics Canada data 
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The average size of an exporter is increasing 


® In every industry, with the exception 
of Refined Petroleum, the average 
exporter size in Canada increased. 


» This reflects the fact that the total 
number of exporters increased at 
a significantly slower pace than 
total Canadian exports. 


The average value of exports per 
exporterwas $11.1 million in 1999 
compared to $7.6 million in 1993. 


The Transportation industry has by 
far the largest average exports per 
exporter, a reflection of the 
dominance of the big three auto 
manufacturers. 


vel Industry Canada ___ Industrie Canada 


Average Size of Exporters 


Primary i 


Food, Beverage & Tobacco x, 
Rubber & Plastic 
Clothing & Textiles [, 
Wood & Furniture 
Paper & Printing mene 
Primary & Fabricated Metal 
Machinery A 


Transportation a 
Electronics a 
Non-Metallic Minerals A, 
Refined Petroleum eee 


Chemicals 
Other Manufacturing x 


Non-Manufacturing a 


0 20 40 60 80 100 
$ Millions per Exporter 


Source: Compilations based on Statistics Canada data 
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In the 1990s, Gane S services eae more than Aouiblech but i its oe 
of in total trade declined sharply 


Share of Services in Total Trade 


m Trade in services more than doubled in 
the 1990s, from $55 billion in 1990 to 
$117 billion in 2000. However, as a result 
of an even faster growth in merchandise Services Imports/ 
trade over the same period, the share of Total Imports 
services in total trade declined sharply. 


Percent 


>» Service exports grew 150 percent 
between 1990 and 2000 but saw its 


share of total exports fall from 15.8 13 
percent in 1990 to 13.2 percent in 
2000. 


Services Exports/ 
Total Exports 


Service imports, on the other hand, 
grew 90 percent over the 1990s and 
saw its share of total imports fall from 2000 
18.9 percent to 14.5. : 
Exports & Imports in Services, 
m The deficit in services trade fell from a $ Billion 
peak of $13.6 billion in 1993 to slightly 4990 4995 2000 
less than $7 billion in 2000. Exports 22 36 55 


Imports 33 | 49 62 


Source: Compilations based on Statistics Canada data 
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..aS well as imports 


Geographical Distribution of 
Canada's Services Imports 


There has been little change in the 
geographic distribution of Canada's 
service imports over the past decade. 


The U.S. accounts for a somewhat larger 
share of Canada's service imports than it 
does of exports at 62 percent. 


1995 


Canada's Total Services Imports 
. Peilion 

1990 = 19951998 
33 eG? 


D Industry Canada__ Industrie Canada Source: Compilations based on Statistics Canada data 
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.as well as imports 


The importance of Commercial Services 
imports also rose in the last decade, from 
38 percent in 1990 to 48 percent in 2000. 


The increased share of Commercial 
Services imports came mostly at the 
expense of Travel Services. 


Aw Industry Canada ___ Industrie Canada 


Percent 


Distribution of Canada's 
Services Imports by Type 


Government 
Services 


Commercial 
Services: 


1995 
Canada’ s Total Services apa 


_ $ Billion 
4990 1995 2000 


Source: Compilations based on Statistics Canada data 


epeuey alujsnpuj epeues Aujsnpy| on 
uol}eZIUBHIO apes] POA, :80JNOS 


_ epeuey 


eulyuyd ‘Huoy Buoy 


Spuejayjyan 


‘0002 Ul judd1ad 9°Z 
0} S66] Ul JUDDIAd |°Z WO1y pasedsoul 
SHOdX9 BdIAIAS [eINIBWWIO4 

JO dIeYS S,epeueyd ‘ISADMOH < 


‘0002 
Ul UIZL_ Bulyues ‘sadiAlas jelosaww0) 
wopBuly peyiun jo JaJIOdx~a jews AjaAneja1 e SI epeued aw 


SI BIEYS S}I pue ‘SBDIAIAS JeINIBWIWIOD 
jo 19}10dx9 ysabue] oy} sey Aq sis oyL 


S661C) 000c mm 


JU9D19q 


- SODIAIBS JEINIBWUIWIOD UI apely 
PJJOAA Ul BeYUS SuajIOdxy Hulpesy 


“"O9SBOIIU! SLIOAUXA BIIAIAS [EIDIDUILWOD PLIO/A JO a4eYS S,epeuey 


...aS did its share of global commercial service imports 


# In 2000, Canada ranked the 8th largest 
importer of Commercial Services in the 
world - representing 2.8 percent of the 
world's total Commercial Service imports. 


The growing two-way trade flows in 
Commercial Services in Canada and other 
OECD countries once again demonstrates 
the growing importance of specialization. 
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Leading Importers in World Trade in 
Commercial Services 
1995 and 2000 


ma2000 £11995 
Percent 


United States Es 
Germany : 
Japan 
United Kingdom F 

France = 


Italy 


Canada 


Belgium-Lux. = ' 


Source: World Trade Organization 
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Financial and management and business services dominate Canada's 
commercial services trade... Commercial Services Receipts (Exports) 


[1995 
Ads & Entertainment 
mg 2000 


Management & Business Services 
R&D Royalties & Fees \uumumm 
m R&D Royalties & Fees is the Finance ietratice & Conimiccion 


fastest growing category of Engineering & Construction jpegs 
Commercial Services receipts 


and payments. Tele-computers LL 


>» Rapid growth in foreign ae 
direct investment flows is $ Billion 
likely an important driver of Commercial Services Payments (Imports) 
this type of "trade". 


[1995 
Financial Services and Ads & Entertainment gly 


Management and Business mg 2000 


Services that account for the 
largest share of Canada's 
Commercial Services trade. 


Management & Business Services |g 


Finance, Insurance & Commission 
Engineering & Construction 


ay 
Tele-computers ou 


6 
% Billion 
el Industry Canada Industrie Canada Source: Compilations based on Statistics Canada data 
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Canada's travel deficit narrowed considerably over the 1990s 


Canadian Tourism Trade 
= Canada's travel deficit declined from a 
peak of $6.4 billion in 1992 to $2.1 billion 
in 2000. 


Travel spending by Canadians abroad Payments 
grew at an average annual rate of 3.5 a 
percent over the 1990s, but was 
significantly outpaced by the 7.9 percent 
average annual increase in travel 
spending by foreigners in Canada. 


$ Billion 


» The strong economic growth in ~~ 
the U.S. and the weak dollar likely Receipts 
contributed to increased spending 
by foreigners. The weak Canadian 
dollar was mainly responsible for 
the slower growth in Canadian's 


travel abroad. 4 
1990 1995 


Source: Compilations based on Statistics Canada data 
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...While the U.S. accounted for less Canadian travel dollars 


Geographical Distribution of 
Canada's Travel Spending Abroad 


m Although 63 percent of Canadian tourism 
dollars were spent in the U.S. in 2000, this 
is down from 69 percent in 1990, likely due 
to the appreciation of the U.S. dollar over 
this period. 


On the other hand, the relatively stronger 
performance of the Canadian dollar 
vis-a-vis other currencies, such as the 
Euro, and others seems to have increased 
travel spending by Canadians to these 
areas. 


1990 1995 


Canada's Total Travel Payments 
$ Billion 
1990 1995 = 2000. 
12.8 140 °° 818.0 


Source: Compilations based on Statistics Canada data 
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FDI flows reached record levels in 2000... 


Inward and Outward FDI Flows 


$ Billions 


™ Foreign direct investment (FDI) inflows hit it 


a record high of $93.2 billion in 2000 - a 


stunning 66 percent increase over 1999 
levels. Inflows 


FDI outflows also reached an all-time high 
of $62 billion in 2000, a 135 percent 
increase over 1999 levels. 


>» FDI inflows exceeded outflows in the 
last two years, a reversal of the trend in Outflows 
the previous six years. 


This dramatic increase in FDI flows over 
the past few years is a result of increased 
globalization and cyclical trends in 
mergers and acquisitions (M&As). 


0 
1990 1992 1994 1996 1998 2000 


Source: Industry Canada compilations based on Statistics: Canada data 
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... with a large surge in M&A activity Pe PCRED loner 


Foreign Acquisitions in Canada 


wee (mward FDI Flows in Canada 


BO i Foreign Acquisition of 
Direct Investment 
5 60 interests in Canada 
= A boom in mergers and acquisitions = 
(M&As) was the driving force behind a 40 
the increase in FDI flows. 
20 ; 
>» M&As accounted for 94 percent of 
oSneInavOUE Tilia | 9 Sasol It 
pow a ; ; : 90 91 92 93 94 95 96 97 98 99 '00 
significant increase from previous 
years; M&As, on average, Canada's Outward FDI* Flows 
accounted for only 50 percent of and Acquisitions Abroad 
FDI inflows and 35 percent of io 
outflows between 1990 and 1999. 60 
— Outward FDI Flow 
50 in Canada 


_ Canadian Acquisition 
40 — of Direct Investment 
interests Abroad 


$ Billion 


90 91 92 93 94 95 96 97 98 99 ‘00 
wy Industry Canada__ Industrie Canada Source: Compilations based on Statistics Canada data 45 5 
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Canada's foreign investment orientation continued to rise faster than 
other G7 countries Share of Inward and Outward FDI Stock /GDP 
eats and the G7 


ieee ) 
| Inward FOI StockIGDP _ | 


m In 1999, the ratio of total FDI stock 
(inward plus outward) to GDP in Canada 
reached over 54 percent, compared to 
about 34 percent in 1990. 
>» The average for other G7 countries nt 
is 29 percent in 1999 and 15 1 
percent in 1990. 


slp Bsky Sk) 90° 95 39 
The foreign investment orientation gap 28.5 M Canada 


between Canada and other G7 countries 
widened significantly in the 1990's. 


90 95 99 5 95 99 
ve . Source: Compilations based on data from Statistics Canada and World Investment 
Industry Canada___ Industrie Canada sels United Nations 
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..and is increasingly concentrated in non-traditional industries 


Industry Distribution of 
Inward FDI Stock 


m The share of inward FDI in "Other pemvices:6 
Retailing 


Industries", which includes many “new 

economy" industries such as electronics, Finance & 
communications and chemicals, has Insurance 
increased steadily over the 1990s. oe 

m4 o Machinery & 

» This has largely occurred at the L oo ee ae a 
expense of the Resource industry in _ women | | Equip. 
the first half of the 1990s and of 
Services & Retailing in the second 
half. 


Resources 


abe ye ya Other 
30 : at - f _ ©] Industries* 


1990 1995 2000 


* Includes Food, beverages and tobacco, Chemicals, chemical products 
and textiles, Electrical and electronic products, Construction and related 
activities, and Communications 

Source: Compilations based on Statistics Canada data 
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..and located increasingly in finance and insurance 


Industry Distribution 
of CDIA Stock 


Services & 


Retailing 
= Between 1990 and 2000, the share of 


Finance & Insurance in total Canadian . 
FDI abroad increased from 29 percent Finance & 
to 34 percent. Insurance. 


Mach. & 


The share of Services & Retailing also 
| Transp. Eqpt. 


increased somewhat in the first half of 


the 1990s, but has since remained = : 
stable. _. 8B: -| Resources 


Percent 


Unlike for inward FDI, the share of : 
"Other Industries" has fallen off Se fee Other © 
considerably, losing 8 percentage : Industries* 
points since 1990s. oe 
1995 
CDIA Stock 
$ Billion 
co te a 


“Includes Food, Beverages and Tobacco, Chemicals, Chemical 
Products and Textiles, Electrical and Electronic Products, 


Construction and related activities, and Communications. 
: ‘ Source: Compilations based on Statistics Canada data 
ef Industry Canada _ Industrie Canada 
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, Furthermore, FDI and trade complement each other 


Trade* and FDI** 


CIFDI miTrade 


m There is a strong link between trade 
and foreign direct investment. 


For Canada, FDI stock tends to be 
distributed somewhat more evenly 
geographically than trade, suggesting 
that FDI may not be as dependent on 
distance as trade. 


$ Billion 


Japan Other 
OECD 


“Exports plus imports 
** Inward stock plus outward stock 
Source: Industry Canada compilations based on Statistics Canada data. 


eRae| Industry Canada _ Industrie Canada 
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Canada's share of North American inward FDI stock has declined 
| steadily over the past three decades... 


=m Canada's share of North American FDI 
inflows declined dramatically in the 
late 1970's and early 1980's and has 
remained low ever since. 


These trends in inflows contributed to 
the declining share of North American 
inward FDI stock. 


In 1974, Canada had 57 percent of 
North America's inward FDI stock, 
far exceeding our share of North 
American GDP. 


By 1998, our share had fallen off to 
13 percent, still well above our 
share of GDP. 


As long as Canada's share of North 
American FDI inflows remains below 
our share of North American FDI 
stock, Canada's share will continue to 
fall. 


Canada's Share of North American FDI 


Percent 


60 
50 
40 
30 
20 


se es OS ce 


1970-1974* 1980-1984 1990-1994 
1975-1979* 1985-1989 1995-1998 


*Mexico not included in stocks. 

Note: Stocks are for end period, flows are average of period. 

Source: Industry Canada compilations based on data from the U.N. World Development 
database and the U.N. World Investment Report 2000. 
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..and also because the U.S. is getting more from outside of North | 
| America Growth of European Investment in North America . 


Index 
8000 
(1970=100) 


_ 


6000 


m Prior to 1975, the U.S. hada 4000 
disproportionately small share of 
North American FDI relative to tits 
share of North American GDP. 


2000 


i+] 
m Since the late 1970's, more and more 0 
of the North American inbound FDI 1970 1975 1980 1985 1990 1995 1999 
headed to the U.S. 


Growth of Japanese Investment in North Americ 


Index 
(1970=100) 


60000 


40000 


20000 


1970 1975 1980 1985 1990 1995 1999 


ale ) Note: Investment Stock 
Industry Canada_ Industrie Canada Source: Industry Canada compilations based on data from the U.S. BEA and Statistics Cariada. 57 
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Part 2 
Canada's Trade and Investment Relations with Europe 


Highlights 


Canada's export growth to Europe has lagged growth to other destinations, most notably the United 
States. Europe has become less important as a destination for Canadian exports. 


The importance of Europe as a source for imports has also declined somewhat over the 1990s, but 
not nearly to the same extend as exports, resulting a large and growing merchandise trade deficit. 


The four large countries of Western Europe account for the majority of Canada's trade with Europe, 
although some of the smaller countries are seeing a faster rate of growth. 


Canada's export to Europe are slowly shifting towards more non-resource based industries. 
Imports are already dominated by high-tech industries. 


The importance of the E.U. in Canada inward FDI had been falling steadily throughout the 1990s but 
rebounded in 2000 as a result of some mega-mergers. 


7. a | Industry Canada ___ Industrie Canada 
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Canada's trade with Europe nearly doubled... 


m Canada's trade with Europe has nearly 
doubled to a record $66 billion in 2000 since Canada's Merchandise Trade with 


1990. $ Billions Europe 


This has been largely due to the strong 50 
growth in imports from Europe which 
increased at an average annual rate of 8.7 
percent since 1990. 40 


On the other hand, exports to Europe have 
been growing at a much slower pace of 30 
only 3.8 percent. 


Relatively strong economic growth in 20 Exports Ok oe 
Canada and a stronger Canadian dollar 
mainly responsible for a healthy growth in 46 Deficit 

imports. = 


Canada's merchandise trade deficit with 0 I Ea - 


Europe has increased dramatically and now 90 94 92" ‘93 “94 "95 “96) "97 98 99 
stands at more than $23 billion. 


Canada's imports from Europe are 
now more than double the value 
of our exports to Europe. 


eae Industry Canada_ Industrie Canada 
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Nearly all of Canada's European trade is with Western Europe 


Distribution of European Trade with Canada, 2000 


Exports Imports 


Western Western 


= Almost all of Canada's European 
trade is with Western Europe; 96.4 
percent for exports and 95.8 percent 
for imports in 2000. 


Canada's exports to Eastern Europe 

declined over the 1990's, the decline 

occurred in 1992 and 1993 as the Eastern 
U.S.S.R. desintegrated and the former Europe 
communist countries struggled. 


» But, imports from Eastern Europe = Growth of European Trade with Canada, 1990-2000 
increased at a more rapid pace 


than from Western Europe, rising Percent Imports 
at an average annual rate of 12.7 
percent. 


ad | Industry Canada__ Industrie Canada Western Europe Eastern Europe 
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and more than two-thirds of our European imports 
Merchandise Imports from Western Europe 


Billions $ Growth* = Share** 
EU — European Union 4990-2000 2000 


France 5.5% I7%F 
Germany — 7.8 7.3% 18.2% 
Italy : 6.5% _34. 6% 


U.K. is. 040.3% (30.4% 


Over 30 percent of Canada's 
imports from Western Europe 


come from the U.K., and Germany Sie 4 a 5.9% “1.7% 
2.3% 


Denmark [] 06 1.4% 
U.K., Luxembourg, Netherlands, Finland ff] 0.6 1.5% 
Iceland and Norway registered Greece | 0.1 3.89 0.2% 
doubled digit growth in their Ireland [] 0.9 48.0%) 2.2% 
exports to Canada. Luxembourg | 0.08 41.2% 0.2% 


accounts for another 18 percent. 


Netherlands [J | 0.01 1990 2000 3.0% 
Portugal | 0.2 alee, 
Spain I] 0.9 oe 
Sweden ff | 1.8 eae, 
EFTA — European Free Trade plu 
Iceland | .08 ‘pe 


Norway | 4.4 


Switzerland Jf] 1.4 


Growth* 
Total Imports 142.7 8.8% 


“Average annual growth 
**Share of total Merchandise Imports from Western Europe 


J Share of total Canadian exports 
up a Industry Canada __ Industrie Canada Source: Industry Canada compilations based on Statistics Canada data 
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Two-thirds of Canadian imports from Western Europe are non-resource based 
Merchandise Imports from Western Europe 


Billions $ Growth*: Share** 
1990-2000 _ 2000 


Agriculture & Fish | 0.2 


5.5% 0.6% 
Mine & Oil 9.0 mG 


m™ Non-resource based Forest, Wood & Paper [| 1.0 6.0% 2.3% 


industries account for over 
two-thirds of Canada's Metals | 3.5 6.0% - 8.4% 
imports from Western Europe. : , y=. -. ~ 
Machinery & Electrical, Be oe acer _|109 (9.9%) (25.8% 
Transportation Equipment Transportation Equi 5.7 és ao 
and Chemicals dominate. S Sone 8.8% | 13.5% 
Chemical & Chem. Products 4.9 (44. 49 of, 
™ These three industries also SE ee 
registered fast import growth Other Manufacturing 7.8% 6.8% 
from Western Europe During = 
the 1990s. Food, Bev. & Tobacco al 2.2 6.3% 5.2% 
Rubber & Plastics | 0.6 6.2% | 1.5% 
Clothing & Textiles [ 4.4 19902000 0.8% 3.4% 


Total 


Imports 
“Average annual growth 
“Share of total Western European imports 


«**Share of total Canadian imports 
Industry Canada__ Industrie Canada Source: Industry Canada compilations based on Statistics Canada data 67 


eJep Epeued SOijsije}S UO pase suo!}e|idWoo epeued Ajsnpu| :aounos epeueg aljsnpuj; epeued Aujsnpu| a 
Suodxe ueIpeued je}0} Jo eUs,,, 
"4'N 0} suodxg {210} jo GeYS,, 
uymos6 jenuue abesany, 


sywodxy 


%G'b %G 2°0S9°S (e101 


xxx BUS <UJMO1 


%8'0 L'zs S9|I}XO1 9 Hulyj}o]D 
: 2 ‘poled awes 984} J9AO 
Hoh ves | Bees pe ae pouloap Ajjenjyoe sjeyayy pue 


~%6°0- | — LP0z A o99eq0] 9 ‘Ag ‘poo4 Jaded 9 Poon ‘}Sa104 se yons 
0002 O66L SdlJSNpul paseq-901no0sel 


©'Z6L i] Bulinyoejnuey 49yi0 ul yyMoJ6 ‘puey 4ay}O 8y} UC 


6°CSL | SJONPOld “WYD BY |BIW9IyyD ‘Sol}Snpul 


OM} 9Say} WO1y BwWed 
‘dinb3 uoneyodsuesy ose "¥'N 24} 0} yyMosb 


Ewe OO area 


"WN 243 
sje}9 
9 oco Ean Pedi 0} SHOdxe |e}0} s,epeues jo 


jadeg 9 poony ‘}S0104 jyey J9A0 JUSSaIdad Salujsnpul 
yUsWdinby uoneyodsues] 
pue jeoj090/9 9 Auouiyoey a 


6° 78L | Yysi4 9 anjjnowby 


# 0002 0002-0661 
+e0J2YS «4yMol5 $ SUOI||IIN 
"yl 0} SUOdxy asipueydiajjj 


S10JIAS OM} UI PIJes‘JUBIUOD AjIAeAY S! ‘yf 0} YIMOIB Liodxa ueIpeUueD 


The same two industries also drove much of the import growth from the U.K. 


Merchandise Imports from U.K. 
Millions $ Growth*, —- Share** 
1990-2000 2000 


Agriculture & Fish | 6.0 -0.77% 0.1%. 


= Growth in Canadian imports 
from the U.K. was largely Forest, Wood & Paper | 112.9 5.0% 0.9% 
driven by Machinery & Metals | oes apy retin 
Electronics, Transportation ; pm (e ae 


Equipment and Chemicals. Machinery & Electrical 3,400.3 16.8% 26.4%) 
Unlike exports, however, u (16.8%) oo 


Mining & Oil imports also grew Transportation Equip. 18.6%) 17.6% 


at a rapid pace and accounted Ss 
for over one-third of imports Chemical & Chem. Products i 809.8 8.3% 6.3% 
from the U.K. in 2000. | 
Other Manufacturing fl 572.0 8.0% 4.4% 
>» These four industries alone, . Re 
accounted for over 85 Food, Bev. & Tobacco [ 314.6 Sethi 2.4% 
percent of total Canadian Rubber & Plastics 
imports from the U.K. in 140.0 7.8% es 
2000. Clothing & Textiles ; 134.5 2.9%, 1.0% 


1997 2000 


>» The U.K. accounted for 
about half of Canada's Oil 
imports from Western 
Europe. 


Growth* ~share;*~ 
12,874.9 10.6% 3.9%. 


Total 


“Average annual growth 

**Share of total Imports from U.K. 
***Share of total Canadian imports 
Source: Industry Canada compilations based on Statistics Canada data 


: a | Industry Canada Industrie Canada 
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Canadian imports from Belgium are much more diversified 
Merchandise Imports from Belgium 


[we A Industry Canada 


about 80 percent of Canada's 


Millions $ Growth* Share** 
1990-2000 2000 - 
Agriculture & Fish | 7.2 8.2% 0.8%— 
Mine & Oil fed 24.7 6.1% 2.6% 
Chemicals & Chemical 

Products, Metals, Electrical & Forest, Wood & Paper 22.5 Ti 
Machinery, Transportation Metals oe 153.9 4.9% 

Equipment and Other : eS 
Manufacturing account for Machinery & Electrical 145.9 4.9% 


imports from Belgium. Transportation 133.7 


Chemical & Chem. Products 195.6 
Other Manufacturing | 139.7 


| 74.7 


Food, Bev. & Tobacco 


Rubber & Plastics [| 21st 


Clothing & Textiles | | 32:1 


2 
1990 2000 


a | 


*Average annual growth 
*“Share of total Imports from Belgium 


r **Share of total Canadian imports 
Industrie Canada P 


957.8 


ource: Ind anada compilations based on Statisti 


Growth* 
6.2% 


Share*** 
0.3% 


_ 


71 
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Imports from the Netherlands are largely in "high-tech" industries 
Merchandise Imports from Netherlands 


Millions $ Growth* Share** 
1990-2000 2000 


m Three "high-tech" industries Agriculture & Fish 5.9% 8.3% 
account for more than half of {: 
Canada's imports from the Mine & Oil 2.8% 8.3% 


Netherlands; Machinery & 
Electrical, Chemical & 
Chemical Products and Other Metals ey 
Manufacturing which includes ss a 


scientific equipment. Machinery & Electrical 289.2 4.2% 


| 99.3 (40.3%) 


214.3 9.0% (47.1%, 


Forest, Wood & Paper / 21.0 -0.5% 


Transportation Equipment 


Chemical & Chem. Products 


LE 
Other Manufacturing (14.1%) 
Food, Bev. & Tobacco 4.1% 10.8% 


Rubber & Plastics 5.1% 


Clothing & Textiles | 49.18 MD nn at. 


Growth* 
1,200.6 6.0% 0.4% 


“Average annual growth 
**Share of total Imports from Netherlands 


us , *««Share of total Canadian imports 
H 3 Industry Canada Industrie Canada Source: Industry Canada compilations based on Statistics Canada data 73.5 
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Nearly 80 percent of Canada's imports from Ireland were in only two industries 
Merchandise Imports from Ireland 
Millions $ Growth* Share** 
1990-2000 2000 


Agriculture & Fish | 0.4 N/A 0.04% 


Mine & Oil | 0.7 


0.42% 
= Chemicals and Machinery & Forest, Wood & Paper | 4.0 : 
Electronics accounted for 79 Reka ie | 24.4 2.60% 
percent of Canadian imports ; - 
from Ireland, and grew Machinery & Electrical 252.1 3 
respectively at 17 percent and 
18 percent annually. Transportation Equipment | 3.0 : | 0.32% 
Chemical & Chem. Products 491.9 17.0% 52.2% 
Other Manufacturing | 59.4 3.0% a 
Food, Bev. & Tobacco ff | 85.2 Ae: 10% 


Rubber & Plastics | 2.1 


Clothing & Textiles | 20.0 14990 2000 


a | 


Total Growth* Share*** 

te) 
Imports A re 
“Average annual growth 


**Share of total Imports from Ireland 


Hi up A F “Share of total Canadian imports =: 
Industry Canada Industrie Canada Source: Industry Canada compilations based on Statistics Canada data 75 
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Canadian imports from Germany are mainly in "high-tech" industries 
Merchandise Imports from Germany 


Millions $ Growth* Share** 
1990-2000 2000 


Agriculture & Fish | 7.5 2.7% 0.1% 6 


Mine & Oil | 45.7 44.4%) TOO 
= Resource-based industries Forest, Wood & Paper ff) 189.1 7.8% 2.5% 


accounted for less than 15 ; 
Metals 0 0 
percent of all Canadian _| 769.8 7.3% 10.0% § 


imports from Germany in 2000. Machinery & Electrical 


™ The top three industries Transportation Equipment 1,732.4 6.5% (22.4% 


imports from Germany are all 


"high-tech" industries; Chemical & Chem. Products 7 nS 1,222.2 40.7%) 15.8% 
Machinery & Electrical, . oe 
Transportation Equipment and Other Manufacturing 641.0 8.7% 8.3% 
Chemical & Chemical 
Products. Food, Bev. & Tobacco | 146.3 3.3% ~~ = = 1.9% 
>» These three industries Rubber & Plastics [145.7 Sebi | 1.9% 
poe te ete Clothing & Textiles 3 133.8 14990 2000 -2:1% 1.7% 
percent of all Canadian ; 
imports from Germany in . a 
2000. 


Total 


“Average annual growth 

**Share of total Imports from Germany 

***Share of total Canadian imports 

Source: Industry Canada compilations based on Statistics Canada data 
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More than 80 percent of Canadian imports from France are in non-resource-based 
industries Merchandise Imports from France 


ALP Growth* 
Millions $ 1990-2000 


Agriculture & Fish | 11.4 5.6% 
Mine & oil | 25.4 3.6% 


Forest, Wood & Paper [| 114.2 6.3% 
m Machinery & Electrical, = ae 
Transportation Equipment and Metals ce 
Chemical industries 
represented over 50 percent of 


total imports from France in Transportation Equip. oll 723.8 2.3% 


2000. ss 
Chemical & Chem. Products BB 590.3 (11.6%) 


Machinery & Electrical 916.4 6.5% 


Other Manufacturing | & 443.6 6.7% 


Food, Bev. & Tobacco 516.3 4.8% 


Rubber & Plastics | 82.0 7.1% 


Clothing & Textiles : 106.2 2.0% 
1990 2000 


Growth* Share** 
5.7% 1.2% 


“Average annual growth 
**Share of total Imports from France 


aly : ***Share of total Canadian imports 
Industry Canada__Industrie Canada Source: Industry Canada compilations based on Statistics Canada data 
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Clothing & Textiles represent almost 20 percent of Canadian imports from Italy 
Merchandise Imports from Italy ete Ft Lae 


Millions $ 1990-2000 2000 
Agriculture & Fish 247 10.0% 0.7% 


Mine & Oil [25.2 4.5% 0.7% 


Forest, Wood & Paper A 191.9 3.5% 5.3% 


m Machinery & Electrical, 
Transportation Equipment, 
and Chemical and Chemical 
Products accounted for more 


than 40 percent of imports Transportation Equip. 166.0 
from Italy in 2000. 


Metals 5.6% 


Machinery & Electrical 


Chemical & Chem. Products i 225.6 


Other Manufacturing 290.8 6.7% 8.0% 
10.0% 10.6% 


a Clothing and Textiles 
represented another 20 
percent. 


4.9% 


2.6% 


1990 2000 


Growth* Share** 
6.7% 1.1% 


*Average annual growth 
*“Share of total Imports from Italy 


A uy Hi ; “Share of total Canadian imports 
Industry Canada__ Industrie Canada Source: Industry Canada compilations based on Statistics Canada data 81 


L66L 966 S66L 


Idd 
‘Ns-49}U| 


Ids 
N'A" eAyU] 


ejep GOO uo paseg suoljejidwoo epeued Aljsnpu| :e0uno0s 


v66lL C66 C66l L66L O661 
0 


002 
00Vr 
009 
008 
O000L 


0021 
$SN suolliia 


4903S Idd PABPMINO S'S 


epeuey olujsnpuy epeues Aljsnpu} Ey] 


‘166) Ul JUsdIed 
ZE 0} O66] Ul JUDdDIEd QE WO’y — Bulsedsoul 
SI BJEYS S14} puke ‘Sal4zUNOD "f"F 4aUY}O 

4OJ puNnoq SI [&}O} SIY} JO PAIY}-9UO JSOW]|Y eB 


"UoIlIIq 

LEO‘ L$SN 0} O96$SN Woy Bulsis ‘2661 

pue 066] UsaMjeq }USDIEd QZ UBY} BOW 

Aq paseasoul saisjunod ‘fN"F 40 IG4 puemjno 


L661 PUB NGG) UdeMjaq JUadIed 


QZ ueY}] a1OW Aq pasedasouU! SPY JUIWISAAU! JIAIIP PALMINO "NF 


Canada is getting a smaller share of E.U. outward investment 


Distribution of E.U.'s Outward FDI Stock 
(excluding intra-E.U. investment) 


U.S 


Australia 


Latin America 
10% 


= Between 1990 and 1997, Canada's share of 
E.U. investment (excluding intra-E.U. 
investment)) fell from 4.9 percent to 4.0 
percent. 


>» This decline represents a loss of about 
US$10 billion in investment. 


Canada 
: 4.9% 
m= The U.S.share increased over 5 percentage 
points during this period, while Mexico almost 
doubled its share, although from a very small 
base. Australia 


Mexico 4.5% 


1.1% | 
Canada 4% 


Source: Compilations based on OECD data . 83 


Asia 
8.9% 


Latin America 
11.5% 
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The E.U.'s share of Canadian inward and outward FDI declined over 
the 1990s but inward investment rebounded strongly in 2000 


E.U.'s Share of Total Canadian Inward 
& Outward FDI Stock 


Percent 


= Between 1990 and 1999, E.U.'s share of 25 Inward 


Canadian outward FDI stock fell from 21 
percent to 19.4 percent while E.U.'s share of 
Canadian inward FDI stock declined even 
more, dropping from 24.1 to 20.1 percent. 


In 2000, E.U.'s share of Canadian inward FDI 
rebounded considerably, increasing 6.6 
percentage points to 26.7 percent due to 
large acquisitions mostly by France and the 
Netherlands. E.U.'s share of Canadian 
outward FDI continued to decline to 18.8 
percent. 


Outward 


17 
SO O29 one U4 00 8 000s 72 90. 998-00 


Source: Industry Canada compilations based on Statistics Canada data 
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lreland 

aN 

Finland 

Sweden 

Denmark 

Netherlands 

Germany 

Austria 

Italy 

Belgium 

Luxembourg 

France “ og 28 Unassociated 
Spain s , Russia 
Portugal , Yugoslavia 


Greece EU (Negotiating) Fyr Macedonia 
Bulgaria Lativa Czech. aes 
Rep. 
Cyprus Malta Poland 
Estonia Romania Slovakia 
Slovenia Lithuania 
Hungary Turkey 
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